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the twentieth century can be described without qualification
as world-wide.

The external signs and symptoms of a crisis arc well known.
A period of flourishing trade, lasting for four or five years, is
suddenly turned into a period of acute depression, lasting
roughly the same length of time. The crisis takes place at the
intersection of the two periods. It is preceded by a spell of
exceptional business activity. Producers are full of confidence;
prices are rising; so are wages, profits, and the price of indus-
trial shares; unemployment practically disappears; every in-
dustry is working at full pressure. The succeeding period of
decline displays exactly the opposite symptoms. The business
world is stricken with panic, gradually passing into lethargy;
prices and profits tumble; wages and salaries are cut; industrial
shares sink in value; output falls off; unemployment spreads
through all sections of the working community. The crises are
rightly called industrial^ because it is mainly industry that is
subject to these violent fluctuations. Agriculture naturally
feels the reaction, but does not vary its activity or its output to
the same extent.

To what are industrial fluctuations due? This is a ques-
tion to which no completely satisfactory answer can be given.
The number of suggested explanations is large. A German
economist in 1895 enumerated 2303 and there have been many
since. But none can be said to account for all the facts. Each
leaves something unexplained.

The principal theories about crises can be conveniently
arranged in four groups.

(a) One school of economists attribute crises entirely to
monetary causes. And facts can be adduced in support of this
view. During the boom period that precedes a crisis,'money is
plentiful. Bankers advance credit on easy terms, putting addi-
tional purchasing power into circulation and strengthening the
tendency to rising prices. But once the peak point of prosperity
is passed, they exert their influence in the opposite direction.
By withdrawing or restricting credits they curtail purchasing
power, causing a crash in prices and a slowing down of business